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OREGON BUSINESS = JULY 


Compared with 
June 1943 July 1942 


Bank Debits + 2,0 4- 35.4 


Retail Sales — 6,0 +-24,4 





Building Permits —12,5 +-25.6 
| Lumber Production (weekly average)1/ — 6,1 — 6,9 


Ordinary Life Insurance Sales : +- 6,5 +- 4.6 





Gasoline Sales —11,8 + 5.2 





V Western Oregon and iJestern Washington 





CONTENTS 


Page 


Comments on the Beveridge Report ...«e-eeeerseeeeee il 
Dr. Wesley C. Ballaine 


Oregon Business ~- July . « «e+e ees eee ew 


COMMENTS ON THE BEVERIDGE REPORT 


Dr. Wesley C. Ballaine 
Assistant Professor of Business Administration 


The report, Social Insurance and Allied Services, was presented to the English 
Parliament on December 1, 1942. Although no legislative action has yet been taken 
upon it, few government documents have created such widespread interest. Not only 
is the Beveridge Report of primary social importance; it has also become a center 
of political discussion all over the world, Even though it is designed solely 
as a plan for unifying and extending the British social-security system, the report 
is often discussed as theugh it wore oqually applicable to the United States, 
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The recent visit of Sir William Beveridge to this country (he spoke at a meeting 
in Portland sponsored by the Chamber of Commerce on June 15, 1943) has done much 
toward making Americans look upon it as a domestic matter, The purpose of this 
paper is to provide the reader with sufficient background so that he may more 
easily evaluate the Beveridge Report as a plan for American rather than British 
socialesecurity, 


The report was conceived at a time when the continued existence of Britain 
appeared to rest on faith alone, In June 1941, lir, Arthur Greenwood, ‘inister 
without Portfolio, who was at that time responsible for the consideration of 
reconstruction problems, announced in the House of Commons that he had appointed 
@ committee coniposed of representatives of various government departments, the 
object of which was "to undertake . .. . a survoy of the existing schemes of 
social insurance and allied services, including workmen's compensation, and to 
make recommendations.” The type of recommendations expected of the committee 
was later indicated by lir. Groenwood to include "developments of the National 
Insurance Schemes in the way of adding death benacfits with any other risks which 
are at prescnt not covered by such schores." 


The chairman of this committce was Sir t/illiam Beveridge. Since the other 
members were civil servants, it was decided that they should be considered as 
export adviscrs rather than co-authors of what would obviously be a highly con- 
troversial renort. The chairman, accordingly, wrote it himself, but only after 
he and the committee had consulted representatives of every significant industrial, 
professional, lebor, and welfare erganization in the United Kingdom, The report, 
therefore, is really a summary of the stens the British people themselves feel 
should be taken in solving some of their most pressing problems. It is an 
exhaustive investigation of the couses and consequences of poverty, as well as a 
review of the methods which have been used to deal with it and specific sugges- 
tions for imvrovements in these practices, Incidentally, there is no feeling in 
Britein that the Beveridge Report is attacking the present system of free enter- 
prise (except for medicine and certain types of insurance); rather it is a means 
of eliminating many of the grounds upon which the existing economic system is 
criticized, 


One reason why the report is taken so seriously both in the United Kingdom 
and elsewhere is the very high esteem in which Sir William Beveridge is held, 
He is a lean, white-haired Scotsman who was born in India in 1879, the son of 
an Indian government employee. He sraduated from Balliol College, Oxford, in 
1902, His interests altered during his university years; at first he was attracted 
to mathematics, then he took up civil law, and at the time of his graduation he 
had at last found his life's interest--economics and sociology. He taught civil 
law at University College, Oxford, from 1902 to 1909, 


In the latter year Winston Churchill, then a Liberal and president of the 
Board of Trade (analagous to Secretary of Commerce) in Lloyd George's Cabinet, 
sugzested William Beveridge to the Prime ‘‘inister as a man interested in social 
problems, He was given an assignment and his report resulted in the establishment 
of government labor exchanges throughout the country, 


He served in both the RPinistry of Iiunitions and the liinistry of Foods during 
World War I and was made a Knight Commander of the Bath for his services in 1919, 
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After the war he helped to drew up food-rationing plans in case of another war; 
this outline of procedure was ready and waiting in 1939, From 1919 until 1957 Sir 
William was a director of the London School of Economics, He secured the degree 
of Doctor of Science from that institution in 1930, In recent years he has headed 
several government committees; in 1941 Winston Thruchill appointed him under+ 
secretary in the ijinistry of Labor, the position he held while preparing the 
report we are discussing in this paper. 


His economic views are mildly liberal for England, although they would be 
considered a good deal farther to the left in this country. However, he has 
said that "it is possible for wages to be too high for the market, (and thereby) 
to cause unemployment," 


Because much of the Beverid7zo Report consists of plans for unifying the 
existing social-security schemes of the United Kingdom, it is necessary to dese 
cribe briefly the present form of British social-security in order to keep in 
mind the differences between the Pritish and the American systems, The British 
were among the pioneers in social security, and more risks are covered in 
Britain (without adoption of the Beveridge Plan) than in the United States, How- 
ever, payments are ~enerally higher in this country, The principal components of 
the present British system are: 


(1) Unemployment insurance administcred by the Ministry of Labor, 
Such insurance dates from 1911; present legislation was enacted 
in 1924, 


(2) Compulsory health insurance for wage earners only and limited 
to the services of zeneral practitioners. This is administcred 
by the liinistry of Health and also dates from 1911 (prior to that 
time half of Britain's wage earners belonged to voluntary associ- 
ations providing sickness insurance). 


Old-age, widows', and orphans’ insurance administered by tho 
i‘inistry of Health with paymonts made through the Post Office, 
The first legislation alony this line was enacted in 1925, Later 
acts, especially the Old Age and Widows! Pension Act of 1940, 
havo introduced many libcralizing features, 


Worlmen's compensation insurance covering industrial accidents is 
administered by the Home Office. This dates from 1897, 


Noncontributory (i.c,., all payments made out of government funds 
with not contributions from wage carners) old-age and blind pensions 
administered by tho Commissioner of Customs and Excise through tho 
Post Office. Old-age ponsions were cstablished in 1908 and blind 
pensions in 1920 (prior to this time the blind were aided by local- 
government public assistance), 


National assistance to need: individuals (noncontributory), The 
earliest English social-security law on a national scale was the 
Poor Relief Act of 1601, Obviously, innumerable changes have been 
made in government relief of destitution since the time of Elizabeth, 
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but direct aid to the poor has decreased surprisingly little with 
the introduction of the various insurance schemes. Poor relief is 
under the supervision of the Assistance Board, 


It will be observed that the administration of the various components of 
the British social-security system is scattered among different government 
departments, Furthermore, the payments to the insurance schemes (numbers 1 to 
4 above) are made separately. It is not surprising that one of the most impor- 
tant changes suggested in the Bevoridze Report is the unification of the existing 
social-insurance schemes, including workmen's compensation, into a new Ministry 
of Social Security with local offices within the reach of everyone, This would 
perrit insurod persons to obtain all benefits by a single weekly contribution, 
Included in this unification program would be a reorganization and further limi- 
tation of “approved societies" which are vestiges of the era when many of the 
insurance schemes were carried out oy voluntary associations instead of the state, 


The objective of the Beveridge Report is the abolition of poverty, According 
to Sir William three-fourths to five-sixths of poverty in Britain is due to the 
interruption of earning power caused by sichmess, accidents, or involuntary un- 
employment because of either business conditions or old age. Most of the remain- 
der is due to insufficient earnings when the vreadwinner is working. 


Two main recommendations are made in order to accomplish the desired 
objective. (1) An extension and improvement of the existing schemes of social 
insurance so that the minimum income needed for subsistence is available for 
every citizen during interruption of carnings and on rctirement, This includes 
extra aid at times of special expenditure such as birth and death, (2) The 
payment by the Treasury of sufficiently large weekly allowances to maintain 
every dependent child in a family in which earnings have been interrupted, 
Furthermore, since most men's wages are sufficient to support two adults and one 
child, the Treasury will pay weekly allowances for dependent children in excess 
of one, 


Every person would be classified in one of the six following categories: 


I. Employees, 
II, Othert gainfully employed, including employers, lawyers, physicians, 
and vroprietors of “one-man” establishments, 
III. Housewives, 
IV. Others of working age not gainfully occupied. 
V. Those below working ace, 
VI. Retired personsover working age, 


Persons in Class VI would receive retirement pensions and persons in Class 
V children's allowances under the conditions mentioned above. Subject to com- 
pulsory contributions, every person in Class I would receive .merployment or 
physical disability (accident or sickness) benefits, The amount of the weekly 
benefit would be the same whether it v;as for unemployment or for disability, 
Persons in Classes II, III, and IV covld not receive unemployment and disability 
benofits, but instead would be given a special training bonefit to assist them 
in qualifying for new occupations. Housewi-res (Class III) would be provided 
maternity grants, provision for support in case of widovyhood or separation, and, 
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for gainfully occupied women, a maternity benefit for thirteen weeks to enable 
them to give up working before and after childbirth. 


Wnemployment and physical-disability insurance benefits would continue as 
long as unemployment lasted, All recipients will be given the same amount with- 
out rerard to previous earnings, the only differences recognized being the size 
of the family. However, after a certain time the individual would have to accept 
vocational training or medical attention if eithor of these would enable him to 
secure work, Retirement pensions would be paid to everyone upon retirement from 
work and without regard to their need for the pension, Each year that retirement 
is postponed beyond 65 for men end 60 for women, the amount of the payment would 
be increased. This is for the purpose of inducing able-bodied pcople to continue 
in usoful omployment, 


A highly interesting innovation is the proposed establishment of comprehensive 
medical care for every citizen, This would result in the socialization of medical 
(doctor and hospital) service to provide a minimum standard for all. The only 
nonsocialized part of medicine would be service to those people who wished to pay 
for more or better medical care than the national plan provided. Under the 
present English system, it will be recalled, only wage earners are covered, There 
is no provision for medical or hospival care under American social-security legis- 
lation, 


A practical question arising in one's mind rezarding these benefits is, 
"Where will the roney come from?" If the plan were to go into effect in 1945, 
it would cost about $2.8 billion a year for a population little more than a 
quarter that of the United States. Very roughly, 50 per cent would be paid by 
the Treasur:, which is another way of saying it would be paid by the citizens in 
their capacity as taxpayers, 30 per cent would be paid by the prospective re- 
cipients as insurod individuals, and 20 por cent by employers, 


Let us turn now from the Bevcridze Report as a purely British document and 
consider its possible aprlication to this country. Space precludes an adequate 
reviow of the Amcrican system of socialesecurity; suffice it to say that we have 
workmen's compensation laws in every state except Arkansas and Mississippi; wo 
have wnemployment insurance, old-age and survivors! insurance, and public assis- 
tance on a needs basis ‘vith a very lim‘ted subsistence provided to a small 
number of individuals, That part of our socialesccurity system covered by the 
Social Security Act operstes on a federal-state partnership basis :ith different 
standards prevailing in the various <tates. Only a part of the nopulation is 
covered, and preiaiums and benefits for unemployment and old-age insurance vary 
with income, We, in the United States, do not have health insurance, convalescent 
rehabilitation, marriage grants, funeral benefits, maternity grants, and a number 
of other items proposed by Sir William, 


The remaining portion of this paper consists of the writer's personal views, 
These may, on occasion, seem arbitrary because there is insufficient space to 
explain all of my reasoning. In the first place, the term "social-security" is 
itself a misnomer, It implies the protection for society as a whole against 
certain highl:; undesirable events, namely, poverty and destitution. Actually, 
all the social-security schemes cen possibly provide is that the national income 
will be so divided that (other things being equal) there will be less poverty, 
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In other words, socialesecurity is a means of dividing up the national income in 
& little more equal munner than would otherwise be the case; but there is no 
assurance that the national income, nowever equally divided, will be adeauate to 
secure us acainst poverty and destitution, It is impossible to make quantita- 
tively accurate statements regarding the relationsniv between the elimination of 
only the direst kind of destitution and the resources we possess for accomplish- 
ing the task, However, there is zood reason to believe that we grossly under- 
estimate the magnitude of the proble: and overestimate our ability to produce, 
even under the most Savorable conditions, the minimum quantity of goods and ser- 
vices required to vliminate poverty. 


This brings up the question of our ability to vay for such a program as 
the Bevcridge Report cnvisazes. Jt would cos” irore than 10 per cent of our 
national income, As far as collecting the money without disturbing our economic 
system is concerned, this would appcar to be a relatively simple task, It is 
true that high taxes may prove an impediment to econemic activity, but this is 
due more to the nature of the taxes than to their absolute size, Steeply pro- 
gressive porsonal income taxes are inuch less likely to be a brake on business 
than are sales taxes, The diversion of 10 per cent of our national income for 
the purpose of paying social-scecurity benefits would, in itself, pose no great 
problem, This proportion would, no doubt, increase in the future as older 
pecple come to compose a larger part of our population, even though the indi- 
vidual payments to beneficiaries would nct increase, 


A more pertinent problem is the effect of a greatly broadened social~security 


program upvon our national income (for our purposes here, let us consider the 
nationel income as comprising the total gocds and services produced within the 
United States during a year). There are reasons to believe such a program would 
set in motion certain forces tending to increase the national income and, at the 
seme time, would set in motion other forces tending to decrease the national 
income, 


Let us first take up those forces tending to increase the national income, 
This would cccur by.cither an increase in size or in efficiency of our total 
labor resources, or both, It seers obvious that national health insurance would 
lead to more medical attention among the masses, Certain minimum medical, dental, . 
and hospital services would be available tc everzone, This would raise the 
physical well-bcing of the country and thereby increase the efficiency of our 
labor force, Again, vocational training should facilitate the transference of 
skilled labor in one ficld to another, This would tend to make the same-sized 
labor force more cfrective, Finally, maternity grants and various aids to rais- 
ing children might meke large families loss of a financial burden, This might 
lead to a highor birth rate--or somewhat check a falling one--thereby increasing 
the size of our labor resource, 


The object of economic activity is the satisfaction of human wants, There 
is some reason to belie-re that the same national income divided equally among 
the members of a society will result in more want-satisfaction than if most of 
it went to a ver: few individuals and what :vas left were divided amons the bulk 
of the people. The theory behind this line of thought is that the loss of $100 
by a very rich man would mean less to him than would the gift of $100 to a very 
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poor man, Readers may recall that this is an application of the law of diminishing 
utility which they studicd in "Principles of Economics." ‘The point to be empha- 
sized is that the Beveridre proposals would lead to a somewhat more equal distri- 
bution of income. One-half the cost of the benerits wovld be secured by taxation 
of the citizens in general, Since the wealthy would pa; more money in taxes 

than they would receive in benefits, the program would have the effect of making 
incomes more nearly cqual. In fact, Sir William says, "The Plan for Social 
Security is first and foremost a method of redistributing income, as to put the 
first and most urgent needs first, so as to make the best possible use of what- 
ever resources are available." Tiis means that society may be botter off--that 
is, have more of its urgent wants satisfied--under a broadened social-security 
progrem becauso of its incomeeequalizing tendencies, 


On the other hand, there are reasons for believing that such a social- 
socurity program might reduce our national income by diminishing the amount of 
labor availablo for the production of soods and services, Oldeage pensions may 
lead some people to retire when the: would otherwise be forced to work, and 
uncunloyment benefits, if lon: continucc, may tempt a fow people to live on them 
rather than segking rozular employment. But there is another, and far more ime 
pw cant, reason for believing that cnlarzged sociclesecurity benefit payments may 
lowor the national income. This rclates to the depression vroblem, surely the 
l.uding reason for low production (i.e., national income), It is possible that 
a guaranteed minimum standard of livin; may make labor much less willing to 
ascept lowor hourly ratcs of pay during periods of uncmoloyment., The ronson why 
depressions have been so sovere and loug in recent decades (but not why they 
cccur) is that so much of our price structure has become rigid, at lecnst as far 
as downvard adjustments are concerned, Nanufracturers reduce output and maintain 
Diicvs rather than reduce prices and maintain outout. The same policy hes been 
mado possible for agriculture, long the test illustration of an industry governed 
by competitive prices. These rigid prices prevent those adjustments from taking 
place dvring a depression which are necessary to permit the spontancots srowth 
of another period of prosperity. “face rates constitute a very important sogment 
of our price structure, Any development tending to increase the rigidity of 
wage ratcs will inevitably also tend to meke depressions longer and more severe, 


It is probable that these objections to a broadened socialesecurit, program 
are more significant when applied to the United States than to Great Britain. 
Social insvrance under covernnent administration is both older and more widely 
approved therc than here, The United Kingdom is sufficiently compact to allow 
various economic classes to become more conscious of their common interests. 
Also, the ordinary Englishman docs not vicw his government ss somcthing far 
removed from him as is common on this side of the ocean, Finally, the years 
botween 1916 and 1939 were filled with successful governmental solutions of 
pressings British social problems. For-e:ample, a third of the population was 
rehoused, end nutrition was improved so much that the stature of school children 
increased by an inch to an inch ond a half, The war has also sreatly accelerated 
the social consciousness of the British people. On the other hand, the enormous 
distances, strong minority scrovps, varying economic interest, urd a background 
of "rugged individualism" militate arainst a broadened social-security program 
being as successful here as it might be in Britain, 
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The last point is that social-security programs are, to 4 considerable extent, 
merely methods of treating the symptoms of a disease. Assuming that the distri- ~ 
bution of the national income is not too wnequal, the main cause of squalor and 
destitution is the inadequacy of our productive system to provide sufficient goods 
and services to maintain a decent standard of living for even the most unfortunate 
members of our socicty. Granting the difficulty of producing enough to maintain 
such a minimum under the most favorable concitions, the truth of the matter is 
that in time of peace we have been producing far less than we could, . The primary 
reason for this inefficiency has been the severity and long duration of depressions. 
It would be foolish to spond too much effort treatin: symptoms when we would do 
much better to treat the discase itself. I have already indicated that the reason 
why dopressions aro now such serious problems is that prices are rigid (i.e., de- 
termined by some trade or labor group rather than by competition). Attacks on 
monopolies of all kinds, elimination of government support of certain prices, and 
the abandonment of protective tariffs would do much toward making our price system 
and, as a result, our entire industrial structure sufficicntlyflexible to shorten 
the duration of depressions, 
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REDUCING ABSENTEEISM 


Absontceism has become a serious war production problem, The following sug- 
gestions for its reductions arc quoted from "Absentcocism in Scattle War Plants" 
bv H, T. Bouchol (a study made under the sponsorship of tho Scattle Civilian War 
Commission and the University of Y’ashington), . 


"Managoment must accept its primary responsibility in tho control of absen- 
tecism, Fundamental in any successful cffort coro sound industrial relations, 


"One person should be placed in control of absences, Working in close co- 
operation with him should be a sub-com-ittee of the plant's labor-manazement 
comrittee giving its sole attention to the problem, 


"Simple but adequate records must be kept. From these the pattern of ab- 
sentecism can be obtained, the avoidable excuses determined, and a program of 
control planned, 


"Every worker should be aware that absence from work will not pass unnoticed, 
Intervicws upon return to work, visits to the home, telephone calls, definite 
rules of reporting absences, and making it annoyingly difficult to return to 
work are effective mcans of impressing the worker with the necessity of his being 
on thc job. 


"With illness accounting for more than 50 per cent of absences a fully- 
developed hoalth program is esscntial., Closely connected with the problem of 
health is an adequato cafeteria or other food facilities, 


"If at all possible, Sunday should bo the day off. It appoars to be uni- 
versally true that workers profer this day. Abscntceism can be cut considerably 
by scheduling no Sunday work," 
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OREGON BUSINESS = JULY 


General Business, General business as measured by bank debits shows little 
change in July 1946 as compared with June 1943, the change being an increase of 2% 
in volume, Change from a year ago, however, follows closely the regular monthly 
pattern, this month being 35.4% greater than July 1942, It will be noted that the 
figures again show marked variations in the different sections of the state; the 
Upper Columbia showing a gain of 55.8% and Central Oregon a decline of 5.7% for 


July 1943 compared with June 1942, 


It has been pointed out in preceding issues that expansion of war facilities 
within the state has passed its peak. ‘ve may confidently expect declines to set 
in as ve move into the period of adjustment to peace-time business, All factors 
in general business will therefore merit much more careful study from month to month. 
Summary figures for the entire state will grow less significant, and the details 
of the picture more vital. 
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Retail Sales. Retail sales show a decline for the month of July 1943 as com- 
pared with Juno 1943, revealing the same trend os the other data. As compared with 
Q& year ago, however, the volume still shows a substantial increase, 
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The percentage change by marketing areas is shown in the table below, 
: Compared with 
June 1943 July 1942 


Portland + 30.2 
Lower Willamette Valley . +-14.3 
Upper Willamette Valley +-16.1 
North Oregon Coast —+-31.8 
Douglas - Coos Bay —+- 20.6 
Southern Oregon + 13.5 
Upper Columbia River and Pendleton - —f-42.9 
Central Oregon and Klamath Falls - Lakeview -+- 25.8 
Baker - La Grande and Burns ~- Ontario —+-15.3 


Building Permits, July 1943 shows a sharp decline of 12.5% as compared with 
the preceding month, reversing tho situation in Jue. Portland again accounts for 
@ major percentage of all the building construction within the state. New resi- 
dential construction and additions, alterations and repairs were well sustained 
but non-residential building showed a sharp contraction. 


ijuch attention is being paid throughout the state to post-war planning. Im- 
mediate post-war planning largely takes the form of programs for construction, It 
will be important to match the reflection of these plans in reports as to building 
permits, 


Lumber Production. Lumber production continued to decrease during July. In 
Western Oregon and Yestorn Washington Douglas fir production was 5.5 per cont less 
than in the preceding month and 6.9 per cent less than tho same month a yoar ago, 
The production of pine lumbcr in Eastern Oregon and Eastern Washington was 0.2 por 
cont greator in July than in Junc, and 15.8 por cont loss than in July 1942, 


The West Coast Lumbormon's Association reports that “Biggest headacho in 
lundor industry concinued to bo the critical shortage of manpowor, In carly July 
thore was a slight gain in number omployed, but this foll_off in late July, In- 
roads by Solectivo Service and othor war industrios have been scrious, and manpower 
shortage remains the No. 1 problem of the industry; today. Lumber and log produc- 
tion in next three months, when log production should be at peak, will be governed 
entirely by available supply of skilled men... Log inventory must be built up 
by the ond of October when heavy weather curtails many logging operations," 
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